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For lessors, certain items that you
purchase for lease on or after
August 2, 2001, may be exempt from
sales and use tax. For retailers,
certain items you sell to your custom-
ers on or after August 2, 2001, may be
exempt from sales and use tax. Quali-
fying items include certain types of
equipment to be leased to hospitals
and any type of property to be leased
to government organizations.

This same exemption was first allowed
for items purchased or sold on or after
January 1, 1996 through December
31, 2000. On January 1, 2001 this
exemption expired. For items pur-
chased or sold on or after January 1,
2001 through August 1, 2001, this
exemption was not in effect.

For items purchased or sold on or after
August 2, 2001, this exemption is
being reinstated.

To Lessors:
How do I determine if I am
liable for tax on the equip-
ment I purchase for lease
to hospitals?
You may purchase computers and
communications equipment tax-free if

you are leasing these items to a
hospital that has been issued an
active sales tax exemption identifi-
cation number (e.g., E-9999-9999-
01) by the department,
you are leasing these items for a
period of one year or longer, and
the lease is in effect or executed

— at the time of purchase for items
purchased in Illinois, or

— at the time the property is
brought into the state for items
purchased outside Illinois.

You may purchase any other equip-
ment tax-free if

you are leasing the equipment to a
hospital that has been issued an
active sales tax exemption identifi-
cation number by the department,
the hospital will use the equipment
in the diagnosis, analysis, or treat-
ment of hospital patients,
you are leasing the equipment for a
period of one year or longer, and
the lease is in effect or executed
— at the time of the purchase for

items purchased in Illinois, or
— at the time the property is

brought into the state for items
purchased outside Illinois.

How do I determine if I am
liable for tax on the equip-
ment I purchase for lease to
government organizations?
You may purchase items tax-free if

you are leasing the items to a
government organization that has
been issued an active sales tax
exemption identification number by
the department,
you are leasing these items for a
period of one year or longer, and
the lease is in effect or executed
— at the time of purchase for items

purchased in Illinois, or
— at the time the property is

brought into the state for items
purchased outside Illinois.
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How do I report the pur-
chase of a vehicle from
out-of-state that I will
lease to a government
organization?
You must report your purchase on
Form RUT-25, Motor Vehicle Use
Tax Return. First, you must check
Box 1 in Section D and write the
government organization’s sales
tax exemption identification number
on the line provided. Then, you
must complete Lines 1, 2, and 3 in
Section E.

What records must I
keep to support my
tax-free purchase of
these items?
Your records must include

the name and address of the
lessee (hospital or government
organization),
the lessee’s sales tax exemp-
tion identification number,
a description of the items being
leased,
the date the lease was ex-
ecuted, and
the period of the lease.

Am I ever liable for use
tax on these items?
Yes. This exemption from use tax
lasts only for the period that the
property is leased in a qualifying
manner.

You will owe use tax based on the
fair market value of the property at
the time a qualifying lease ends
and you become the user. You will
also owe use tax if we determine
that the property was not leased in
a qualifying manner.

What if my lease expired
during the time period
this exemption was not
in effect?
If a renewal of the lease was in
effect at the time the exemption
expired, you do not owe use tax. If
no renewal was in effect at that
time, you owe use tax on the fair
market value of the property at the
end of the lease.

If I claimed this exemp-
tion during the time pe-
riod it was not in effect,
how do I correct this?
You must file the appropriate
amended return and pay any tax,
penalty, and interest due.

To Retailers and
Servicepersons:
What records must I
keep when I sell prop-
erty to a purchaser that
claims one of these ex-
emptions?
If you sell items to a purchaser that
claims one of these exemptions,
you must obtain from the purchaser
certification stating

the purchaser’s name, address,
and Illinois business tax (IBT)
number,
the purchaser’s signature and
date of signing,
a description of the items being
purchased,
the name and address of the
hospital or government organi-
zation that will lease the items,
the sales tax exemption identifi-
cation number (e.g., E 9999-
9999-01) of the hospital or
government organization,

the date the lease was ex-
ecuted, and
the period of the lease.

How do I report these
sales on Form ST-1
First, you must include the receipts
from these sales on Line 1 of your
Form ST-1, Sales and Use Tax
Return. Then, you must write the
receipts from the sale of property on
Item 16 of Form ST-1, Worksheet
for Line 2. Describe the type of
deduction on the line provided.
Finally, you must include the
amount from Item 16 in the total
deductions you write on Line 2 of
your ST-1.

If I sell a vehicle to a
lessor who will lease it
to a government organi-
zation, how do I report
this sale?
If you are reporting the sale on
Form ST-556, Sales Tax Transac-
tion Return, you must check Box C
in Section 5 and write the govern-
ment organization’s sales tax
exemption identification number on
the line provided. Then, you must
complete Lines 1 and 2 in Section 6.

Note: If you sell a vehicle to a
lessor who will lease it to an exempt
organization other than a govern-
ment organization, the sale is
taxable.

If I allowed this
exemption during the
time period it was not in
effect, how do I correct
this?
You must file the appropriate
amended return and pay any tax,
penalty, and interest due.


